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SUBJECT: Zero-Em ssion Vehicle Credit

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALYSISOF BILL ASINTRODUCED __ February 23, 2000 STILL APPLIES.
X OTHER - See comments bel ow.

SUWARY CF BI LL

Under the Personal Incone Tax Law (PITL) and the Bank and Corporation Tax Law
(B&CTL), this bill would provide a credit to a | essee or purchaser of a new zero-
em ssion vehicle (ZEV) equal to either 50% of the total |ease paynents for a

maxi mum of 36 nmonths or 50% of the sales price for a maxi mum period of three
years. The credit would be limted to $3,000 per vehicle annually, and the total
amount of qualified cost per new ZEV would be limted to $18, 000.

In the case of a new ZEV that is |eased or sold to a | ocal or state governnent
agency or to a tax-exenpt nonprofit organization, this bill would allow a credit
to a lessor or seller, instead of the | essee or purchaser, that would generally
be determ ned in the same manner with mnor differences.

SUMVARY OF AMENDMENT

The August 7, 2000, anmendments made significant technical changes to reword the
credit, thus resolving the inplenentation and some of the policy considerations
raised in the departnent's analysis of the bill as anended May 31, 2000. The
remai ni ng policy and techni cal considerations are included bel ow

The August 7, 2000, anmendnents added recapture provisions for the credit in
situations where a purchaser sells the vehicle or a | essee termnates the | ease
of the vehicle within 36 nonths of the date the vehicle was first placed in
service. The anendnents al so added a provision allowing the FTB to issue any
appropriate regulations for the ZEV Credit, particularly with respect to defining
what woul d constitute a disposition event for purposes of the recapture
provi si ons.
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The August 18, 2000, anendnent resolved a technical consideration addressed in
the departnent’s prior anal yses of the bill.

Except for the discussion in this analysis, the departnent’s anal yses of the bill
as anended May 31, 2000, and as introduced February 23, 2000, still apply.

Pol i cy Consi deration

The bill would allow a credit to a taxpayer that sells or |leases a ZEV to a
state or |ocal governnment agency or a tax-exenpt nonprofit organization. It
woul d not provide simlar treatnent for ZEVs sold or |eased to federa
governmental agencies or instrunmentalities. This may violate principles of
intergovernmental immunity and | aws that prohibit discrimnation against the
federal government.

Techni cal Consi derati ons

There is a typographical error in clause (i) of subparagraph (C of
paragraph (1) of subdivision (b) in the reference to a sale or |ease of a
ZEV to a governnental entity, where it currently reads "new em ssion" and
shoul d read "new zer o-em ssion.”

The definition of "qualified cost”" uses the phrase "determ ned by the
applicable of the followi ng:" which is not clearly worded. The phrase
"determ ned under the followi ng applicable rules:" would be | ess confusing.

FI SCAL | MPACT

Tax Revenue Estimate

Revenue | npact of SB 1726
For Original Lease or Purchase
Begi nni ng Between 1/1/01 and 12/31/02
Assuned Enactnent After 6/30/2000
(I'n MIlions)
2000- 1 2001- 2 2002- 3
Negl i gi bl e Loss -$3 -$7
?? Negligible Loss = Less Than $250, 000

Tax Revenue Di scussi on

In relationship to the revenue savings fromthe recapture provision of this
amendnent, revenue | osses are not anticipated to be significant (less than
$250, 000) for any given year. The previous estimate of this bill as

i ntroduced February 23, 2000 still applies.
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